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such as all the costs for fraud control
and prevention, network processing
fees, card production, and issuance
costs, and fixed costs, including capital
investments. These are all significant
costs for many banks and will be one of
the factors they will have to look at
when considering whether they even
continue to offer any debit card serv-
ice.

During debate on the debit inter-
change amendment, supporters pre-
sented it as a proconsumer provision,
maintaining that the reduction in
interchange fees would be passed on to
the consumer. Yet there is nothing,
nothing in this Dodd-Frank act that
requires retailers to pass on any sav-
ings from debit interchange fees to
their customers. On the contrary, the
debit interchange rule will likely re-
sult in higher bank fees, a loss of re-
ward programs, or banks may ulti-
mately, as | have said, decide not to
offer debit cards to their customers.
Some steps are already being consid-
ered.

Higher fees or limited choices as a re-
sult of such government price controls
does not benefit any consumer. That is
why legislation I am supporting calls
for the Federal Reserve and other Fed-
eral financial regulators to slow down
and fully study this issue, carefully
evaluate the 11,000 comments that were
received on this proposed rule.

I am particularly concerned about
the estimated costs of the debit inter-
change rule for our community banks,
which is not insignificant. Supporters
of the interchange rule say our commu-
nity banks will not be impacted. Well,
| beg to differ.

Consider what | am hearing from the
community banks in my State of Kan-
sas. One community banker in a town
of just 1,000, whose bank began offering
debit cards a few years ago, tells me
the interchange proposal will cost his
bank $19,000 a year. Two other banks
that serve multiple rural communities
will see increased costs per year of
more than $46,000 and $100,000, respec-
tively. Other banks, including banks in
my State, estimate the cost to be in
the millions. Ultimately, the loss of in-
come for banks will mean less capital
available to lend to borrowers.

I also want to mention the concerns
I am hearing about the patchwork of
mortgage disclosure requirements.
Taken together, existing regulations
and anticipated regulations as a result
of Dodd-Frank may well have the effect
of making it more difficult and costly
to provide mortgages to qualified bor-
rowers, reduce lending capacity, and
may push some lenders to simply stop
offering mortgages.

One example is the SAFE Act. It cre-
ates a nationwide mortgaging licensing
system and registry for mortgage loan
originators. This registry is intended
for use by regulators to identify mort-
gage brokers or lenders who seek to
work in a State after being banned
from working in a different State. That
sounds all right. However, each mort-
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gage loan originator will be required to
register with a national registry, ob-
tain a unique identification number,
and submit fingerprints for the FBI to
conduct a criminal background check.

So if you are in the business of trying
to be a mortgage loan originator, you
are going to get fingerprinted. Our
community bankers tell me their cost
to meet the new requirements is rough-
ly $1,000 to $2,000 per loan officer. I
know that might not seem like a lot of
money to Washington regulators, but
it is a tidy sum in rural America.

The cost of compliance will take
time and money away from the busi-
ness of lending and may ultimately be
passed on to the consumer in the form
of higher prices for a mortgage loan.
That is what will happen.

Finally, 1 want to mention the recent
guidance on the overdraft payment
programs put forth by the FDIC. At
some point most of us have had experi-
ence with overdraft programs, perhaps
when we forgot to balance our check-
book. In the guidance, the FDIC stated:

The guidance focuses on automated over-
draft programs and encourages banks to
offer less costly alternatives if, for example,
a borrower overdraws his or her account on
more than six occasions where a fee is
charged in a rolling 12-month period. Addi-
tionally, to avoid reputational and other
risks, the FDIC expects institutions to insti-
tute appropriate daily limits on customer
costs and ensure that transactions are not
processed in a manner designed to maximize
the cost to consumers.

So while banks offer overdraft pro-
tection programs now and take other
steps to aid customers in avoiding
overdrafts, many are concerned that
this guidance put forth by the FDIC is
overly prescriptive and goes further
than amendments on overdrafts put
forth by the Federal Reserve.

Further, banks note that the guid-
ance seems to contradict the intent of
the President’s Executive order that
requires agencies to propose or adopt
regulations only upon a reasoned deter-
mination that its benefits justify its
cost, recognizing that some benefits
and costs are difficult to quantify.
Banks are concerned that the FDIC
guidance is based on outdated informa-
tion and that the impact of the Federal
Reserve’s rules on overdraft programs
should be reviewed before moving for-
ward with additional guidance in this
area.

So while the FDIC is not subject to
the Executive order, | certainly hope
they would adopt the spirit of the
order. In addition, when a customer
has a pattern of excessive use of auto-
mated overdraft programs, the FDIC
states that ‘‘(banks) should contact
their customers about a more appro-
priate and lower-cost alternative that
better suits their needs.”

I can remember a bank scandal back
in the House of Representatives. If only
that bank would have had this protec-
tion from the FDIC, none of that scan-
dal would have ever happened.

The FDIC recently provided addi-
tional clarification on this guidance
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that provides some flexibility about
how banks reach out to customers and
permits them to contact customers by
mail as well as in person and by tele-
phone. However, the requirement that
banks contact customers who incur six
overdrafts in a rolling 12-month period
remains a broad overreach of the
FDIC’s authority, putting the burden
on the banks rather than the customer
who ultimately bears the responsibility
for ensuring that they have sufficient
funds in their account to cover their
transactions.

In fact, one study shows that 77 per-
cent of customers paid no overdraft
fees in the previous 12 months. That
same study also showed that for those
21 percent of customers who paid an
overdraft fee, 69 percent say they were
glad the payment was covered.

Another survey found that 94 percent
of those surveyed said they would want
a transaction to be covered by their
banks even if it resulted in an over-
draft fee. This guidance seems to be a
clear example of where an agency is
overreaching, with little evidence of
the need for or effectiveness of such ad-
ditional guidance.

In closing, | thank, again, Obama for
taking the step in the right direction
to review Federal regulations that
place undue burdens or our Nation’s
economic growth and recovery. | hope
financial regulators will join in this ef-
fort to examine rules and regulations
that pose significant barriers to our
small community banks and their abil-
ity to serve their customers and con-
tribute to the growth of their commu-
nities.

| yield the floor, and | suggest the ab-
sence of a quorum.

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. ALEXANDER. | ask unanimous
consent that the order for the quorum
call be rescinded.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

Mr. ALEXANDER. | ask unanimous
consent to speak for up to 15 minutes.

The ACTING PRESIDENT pro tem-
pore. The minority time has only 1
minute 30 seconds at this point and
then the majority time has 30 minutes.

The Senator from Tennessee may
proceed.

———

THE BUDGET

Mr. ALEXANDER. Mr. President, if
another Senator wishes to speak, | will
be succinct. I will try to do mine in a
less period of time. | thank the Chair
for its courtesy.

I wish to speak on two subjects.
First, there has been a good deal of dis-
cussion in Washington about making
sure we continue to operate the gov-
ernment over the weekend and on into
next week while we get about the im-
portant business of reducing our debt.
Our national debt is an urgent prob-
lem. Members on both sides of the aisle
understand this, and have said this.
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We have 64 Senators who have writ-
ten the President to say we are ready
to go to work on reducing the debt on
the whole budget. We have a proposal
from Congressman RYAN. We have a
proposal from the Bowles commission.
We are ready to go to work. The House
of Representatives has made a proposal
to, for the time being, continue the
government while we work on that,
and that is eminently reasonable.

I ask unanimous consent to have
printed in the RECORD a Wall Street
Journal op-ed from April 4 by Gary
Becker, George Shultz, and John Tay-
lor that points out that the numbers in
the House of Representatives proposal
would have the Federal Government
spend for the rest of the year basically
what we spent in 2008, plus an allow-
ance for inflation. There is no reason,
the authors say, why government agen-
cies, from Treasury and Commerce to
the executive office of the President,
cannot get by with the same amount of
funding they spent in 2008 plus in-
creases for inflation. This would be a
reasonable first step as we get to the
larger issue of how we reduce the debt
over a longer period.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

[From the Wall Street Journal, Apr. 4, 2011]
TIME FOR A BUDGET GAME-CHANGER

Assurance that current tax levels will re-
main in place would provide an immediate
stimulus.

House Republican budget planners are on
the right track.

(By Gary S. Becker, George P. Shultz and
John B. Taylor)

Wanted: A strategy for economic growth,
full employment, and deficit reduction—all
without inflation. Experience shows how to
get there. Credible actions that reduce the
rapid growth of federal spending and debt
will raise economic growth and lower the un-
employment rate. Higher private invest-
ment, not more government purchases, is the
surest way to increase prosperity.

When private investment is high, unem-
ployment is low. In 2006, investment—busi-
ness fixed investment plus residential invest-
ment—as a share of GDP was high, at 17%,
and unemployment was low, at 5%. By 2010
private investment as a share of GDP was
down to 12%, and unemployment was up to
more than 9%. In the year 2000, investment
as a share of GDP was 17% while unemploy-
ment averaged around 4%. This is a regular
pattern.

In contrast, higher government spending is
not associated with lower unemployment.
For example, when government purchases of
goods and services came down as a share of
GDP in the 1990s, unemployment didn’t rise.
In fact it fell, and the higher level of govern-
ment purchases as a share of GDP since 2000
has clearly not been associated with lower
unemployment.

To the extent that government spending
crowds out job-creating private investment,
it can actually worsen unemployment. In-
deed, extensive government efforts to stimu-
late the economy and reduce joblessness by
spending more have failed to reduce jobless-
ness.

Above all, the federal government needs a
credible and transparent budget strategy.
It’s time for a game-changer—a budget ac-
tion that will stop the recent discretionary
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spending binge before it gets entrenched in
government agencies.

Second, we need to lay out a path for total
federal government spending growth for next
year and later years that will gradually
bring spending into balance with the amount
of tax revenues generated in later years by
the current tax system. Assurance that the
current tax system will remain in place—
pending genuine reform in corporate and per-
sonal income taxes—will be an immediate
stimulus.

All this must be accompanied by an accu-
rate and simple explanation of how the strat-
egy will increase economic growth, an expla-
nation that will counteract scare stories and
also allow people outside of government to
start making plans, including business plans,
to invest and hire. In this respect the budget
strategy should be seen in the context of a
larger pro-growth, pro-employment govern-
ment reform strategy.

We can see such a sensible budget strategy
starting to emerge. The first step of the
strategy is largely being addressed by the
House budget plan for 2011, or H.R. 1. Though
voted down in its entirety by the Senate, it
is now being split up into ‘“‘continuing’ reso-
lutions that add up to the same spending lev-
els.

To see how H.R. 1 works, note that discre-
tionary appropriations other than for de-
fense and homeland security were $460.1 bil-
lion in 2010, a sharp 22% increase over the
$378.4 billion a mere three years ago. H.R. 1
reverses this bulge by bringing these appro-
priations to $394.5 billion, which is 4% higher
than in 2008. Spending growth is greatly re-
duced under H.R. 1, but it is still enough to
cover inflation over those three years.

There is no reason why government agen-
cies—from Treasury and Commerce to the
Executive Office of the President—cannot
get by with the same amount of funding they
had in 2008 plus increases for inflation. Any-
thing less than H.R. 1 would not represent a
credible first step. Changes in budget author-
ity convert to government outlays slowly.
According to the Congressional Budget Of-
fice, outlays will only be $19 billion less in
2011 with H.R. 1, meaning it would take
spending to 24% of GDP in 2011 from 24.1%
today.

If H.R. 1 is the first step of the strategy,
then the second step could come in the form
of the budget resolution for 2012 also coming
out of the House. We do not know what this
will look like, but it is likely to entail a
gradual reduction in spending as a share of
GDP that would, in a reasonable number of
years, lead to a balanced budget without tax
rate increases.

To make the path credible, the budget res-
olution should include instructions to the
appropriations subcommittees elaborating
changes in government programs that will
make the spending goals a reality. These in-
structions must include a requirement for
reforms of the Social Security and health-
care systems.

Health-care reform is particularly difficult
politically, although absolutely necessary to
get long-term government spending under
control. This is not the place to go into var-
ious ways to make the health-care delivery
system cheaper and at the same time much
more effective in promoting health. How-
ever, it is absolutely essential to make
wholesale changes in ObamaCare, and many
of its approaches to health reform.

The nearby chart shows an example of a
path that brings total federal outlays rel-
ative to GDP back to the level of 2007—19.5%.
One line shows outlays as a share of GDP
under the CBO baseline released on March 18.
The other shows the spending path starting
with H.R. 1 in 2011. With H.R. 1 federal out-
lays grow at 2.7% per year from 2010 to 2021
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in nominal terms, while nominal GDP is ex-
pected to grow by 4.6% per year.

Faster GDP growth will bring a balanced
budget more quickly by increasing the
growth of tax revenues. Critics will argue
that such a budget plan will decrease eco-
nomic growth and job creation. Some, such
as economists at Goldman Sachs and
Moody’s, have already said that H.R. 1 will
lower economic growth by as much as 2%
this quarter and the next and cost hundreds
of thousands of jobs. But this is highly im-
plausible given the small size of the change
in outlays in 2011 under H.R. 1, as shown in
the chart. The change in spending is not ab-
rupt, as they claim, but quite gradual.

Those who predict that a gradual and cred-
ible plan to lower spending growth will re-
duce job creation disregard the private in-
vestment benefits that come from reducing
the threats of higher taxes, higher interest
rates and a fiscal crisis. This is the same
thinking used to claim that the stimulus
package worked. These economic models
failed in the 1970s, failed in 2008, and they are
still failing.

Control of federal spending and a strategy
for ending the deficit will provide assurance
that tax rates will not rise—pending tax re-
form—and that uncontrolled deficits will not
recur. This assurance must be the foundation
of strategy for a healthy economy.

———

PRIVATE SECTOR JOB CREATION

Mr. ALEXANDER. Mr. President,
last month marked the 1l-year anniver-
sary of President Obama signing the
health care bill into law. | believe it
was an historic mistake. We have
talked about the health care law in a
variety of ways. One thing we have said
is that at a time when our country
needs to make it easier and cheaper to
create private sector jobs, the health
care law makes it harder and more ex-
pensive to do so. Someone might ask:
How could that happen? This morning |
wish to mention a few examples of how
it actually is happening, how the
health care law actually is making it
harder and more expensive to create
private sector jobs.

Last September | met with about 35
chief executive officers of chain res-
taurant companies. According to the
Bureau of Labor Statistics, the retail
and hospitality industries are the larg-
est employers in the United States,
second only to the U.S. Government.
Food services and drinking places pro-
vide roughly 10 million jobs. Most of
these are first-time job seekers and
low-income employees—the young and
the poor companies that provide a huge
number of jobs to low-income Ameri-
cans.

One of the chief executive officers |
met with said his company had been
operating with 90 employees on the av-
erage, and as a result of the health care
law, their goal was to operate with 70
employees. That is fewer jobs. There
were many other examples of that
around the room.

Many of the attendees are on the Na-
tional Council of Chain Restaurants.
They have significant concerns about
the law, and they provided me with
specific examples.

One restaurant chain based in Ten-
nessee with worries about the law is a
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